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Corelogic - Don't Overlook Rates in National Average Mortgage Rates
Affordability Discussions Morioag

Although home affordability is high, relative to pre-crisis levels, the rate at
which their prices are increasing is cause for concern. Andrew LePage,
Corelogic Professional in Research Analysis, says the role of rising interest
rates should not be overlooked; they can affect affordability more than home
price appreciation.

Household incomes have not been keeping up with rising home prices, but
the persistently low interest rates have mitigated some of the impact. But
LePage asks, what will happen now that rates are trending higher again?
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One way to measure how inflation, interest rates, and home prices impact Mortgage News Daily
affordability is "the typical mortgage payment." This is an interest rate- 30 Yr. Fixed 7.09% +0.07 0.00
adjusted mor.lthly payment der.lved each month using the .medlan national 15 Yr. Fixed 6.56% +0.03 0.00
home sale price and the Freddie Mac average rates for a fixed-rate 30-year .
mortgage with a 20 percent down payment. Insurance and taxes are not 30 Yr. FHA 6.62% +0.07 0.00
included in the calculation. 30 Yr. Jumbo 7.35% +0.04 0.00
5/1 ARM 7.30% +0.06 0.00
LePage says this is a good proxy for affordability because it approximates the .
. . Freddie Mac
amount for which the borrower would have to qualify for a mortgage to buy
T o,
amedian priced home. Adjusting that amount for inflation adds some 30 Yr. Fixed 7.02% -0.42 0.00
historical context over time. 15 Yr. Fixed 6.28% -0.48 0.00
The chart bel N N Hileth I o N ded Mortgage Bankers Assoc.
t that, while the typi t t t -
e chart bEfow shows Mat, WTE Jne Typical Moty payment has rende 30 Yr. Fixed 708% 010 063
higher in recent years, it remains significantly lower than the pre-crisis .
version on both an inflation-adjusted and rate-adjusted basis. At the 15 Yr. Fixed 6.61% +0.01 0.65
measure's peak in June 2006, the inflation-adjusted typical mortgage 30 Yr. FHA 6.89% -0.03 0.94
payment was $1,244, 47 percent higher than the typical payment this past 30 Yr. Jumbo 7.22% -0.09 0.58
June. 5/1 ARM 656%  -004 0.6
Rates as of: 5/17
Recent Housing Data
Value Change
Mortgage Apps May 15 198.1 +0.51%
Building Permits Mar 1.46M -3.95%
Housing Starts Mar 1.32M -13.15%
New Home Sales Mar 693K +4.68%
Pending Home Sales Feb 756 +1.75%
Existing Home Sales Feb 3.97M  -0.75%

© 2024 MBS Live, LLC. - This newsletter is a service of MarketNewsletters.com.

The interest rates provided in this newsletter are national averages from independent data sources. Rate/APR terms may differ from those listed above based on the
creditworthiness of the borrower. All information provided "as is" for informational purposes only, not intended for trading purposes or financial advice.

Read or subscribe to my newsletter online at: http://housingnewsletters.com/jasonminnick



mailto:Jason@marketelite.com
http://marketelite.com/
http://www.marketnewsletters.com
http://housingnewsletters.com/jasonminnick

Housing News Update August 17,2017

Value Change
Builder Confidence Mar 51 +6.25%

Inflation-Adjusted Monthly Mortgage Payment That Buyers Commit To
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The typical mortgage payment used for this chart represents the

$800 inflation-adjusted monthly payment based on each month's U.S
median sale price and assumes a 20 percent down payment, a fixed-
rate 30-year mortgage, and Freddie Mac's average monthly rate. It
does not include taxes or insurance
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Another component driving the difference, the median sales price in 2006 was $199,900. When expressed in 2017 dollars
thatis $241,495, significantly higher than the median sales price this June, $225,000. Interest rates, which averaged 6.7
percent 11 years ago, were 3.9 percent this June.

LePage says looking at the change in the typical payment over the past year shows it is misleading to only consider home
prices when discussing affordability. In March 2017, the median home price was 5.9 percent higher than a year earlier in
nominal terms, but the typical mortgage payment had risen 12.6 percent. This was largely because mortgage rates had
increased one-half percentage point in that 12-month period.

Corelogic's Home Price Index forecast suggests an increase in home prices of 3.3 percent in real terms over the next year
and projections from IHS Markit are for mortgage rates, inflation, and household income to rise gradually. Using this

information, LePage is predicting the inflation-adjusted typical mortgage payment will rise from $848 this past June to $983
over the following year, a 15.9 percent increase.
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